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Abstract 
In the field of education there is a need for a finance system. Due to this need, the author has developed the model of 
Participating, Payable, Profitable, Proponent (4p), and Insured Education System (IESM).  
In this paper, “Joint Education Account”, which is one of the education financing systems proposed in IESM Model 
is discussed. Joint Education Investment Account will be based on individual education saving accounts having tax 
reduction and dividend income, which will be consolidated under a joint account where the dividend of the joint 
account is allocated to individual accounts so that the users of the system receive higher profits.   
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1. Introduction 
Before presenting the subject matter model, it is important to outline the factors which necessitated such a 
model. According to Census 2000, the total number of households in Turkey is 15 070 093, and the average 
household size is 4.50’*. The Family Structure Survey of 2006 shows that nuclear families make up 4/5 of all 
households, whereas extended families make up 1/10, and one-person households make up 1/20 of all households in 
Turkey†.  The poverty rate in Turkey rises with household size; nuclear family category has the lowest poverty rate 
(%8.27), where as extended family category (families with 7 or more persons) has the highest (%41.83). The 
poverty rate for the total population is recorded as %13, 98; for families with 1-2 persons, it is %10,95 and for 
families with 5-6 persons, %17,54‡.According to the Employment Data of the Turkish Statistical Institute, the ratio 
of employed to the total population is %31.3 in 2007. The labor force participation rate is %48,4 and the 
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unemployment rate is %9,3. According to the Population Data of the same institute, the average value of youth 
dependency ratio for 0-14 age group is %46.27, which vary by provinces from % 28.19 to % 94.35. The ratio of the 
youth (ages 15 or less) to the total population is % 29. In 2005, annual disposable income from the principal 
occupation of the employed household members is 150.372.474.526 YTL for the population ages 15 and more. It 
can be calculated from these figures that average per capita annual disposable income from the principal occupation 
in a household is 2074,25 YTL. According to the data of 2002, %64.96 of all educational expenditure in Turkey is 
paid by the central government, and the remaining %32,68 by the households. The average expenditure per student 
by education levels are: 171$ for preschool, 488$ for elementary school, 962$ for high school, 1325$ for vocational 
and technical school, and 2254$ for university. The educational expenditures in private schools are 23 times more 
than that of public schools at preschool level, 4 times more at elementary school level, 2 times more at high school 
and university level. The average expenditure by education level, each level requires 2 or 3 times more spending 
than that of the previous level.    
The statistical information set out before illustrates that the average household size is greater than the size of a 
nuclear family; that one out of 20 families is an extended family; that youth dependency ratio and the poverty rate in 
extended families are higher; that the share of the central government in education expenditure is 2/3; and that the 
educational expenditure in private schools is higher than that of public schools. Given per capita annual disposable 
income of households, under normal circumstances without any financial support, there is a very slim chance for a 
household to send their child to university or private school. And it seems very hard for children in various 
education levels who come from average income families with many children to receive the quality of education 
they wish.  
Human being is the most important natural resource. Well-educated manpower will be the asset of the 
countries and thus of the world. Since the biggest obstacle to education is lack of finance, it is necessary to develop 
a system improving the household’s ability to finance education. That is why the Joint Education Investment 
Account is designed within the model of Participating, Payable, Profitable, Proponent, and Insured Education 
System. 
2. Joint Education Investment Account (JEIA) 
 
Joint Education Investment Account will be based on individual education saving accounts having tax 
reduction and         dividend income, which will be consolidated under a joint account where the dividend of the 
joint account is allocated to individual accounts so that the users of the system receive higher profits.   
 
Fundamentals of the Joint Education Investments Account are as follows: 
 
1. On behalf of a beneficiary, annual tuition fee premiums for at least one year period – starting from the beginning 
of the academic year- is deposited by an investor in the appropriate Joint Education Investment Accounts based on 
the level, the year and the duration of education, and the total cost and the payment intervals (monthly, quarterly, 
six- monthly, annually, or as payment in full) of education. 2. At the end of each year, depending on the 
circumstances, consolidated dividend income in each Joint Education Investment Account is allocated as beneficiary 
dividend. The consolidated dividend income cannot be lower than that of individual Education Investment Account.  
3. When used as tuition fee, the dividend income will be exempted from tax. 
4. The tuition cost of the beneficiary is paid by the financing institution to the educational institution at the periods 
set out in the agreement between the two.  
5. The surplus of the dividend income in the joint invest account after the tuition cost is paid, is taken into account 
when the reduced-rate premium payments for the next tuition payments are deposited. 
6.In case that the student cannot complete the education (due to illness or death), the money is paid back to the 
investor along with the dividend income in accordance with the terms of a regular saving account. The investor is 
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not eligible to the higher dividend income benefit accrued through Joint Account. The profits made by the financing 
institution through these practices are put to use as scholarships or loans for students.  
7. In case that the investor dies or becomes unable to pay (due to unemployment) before paying up all installments 
of tuition costs, an appropriate education insurance that risk/ or cumulative and it becomes operational. If the money 
coming from education insurance program is not sufficient for the student to finish his/her education, then, in lieu of 
the investor, the pension insurance program of the parents, or any other public or private insurance programs  the 
parents might have, will pay for the remaining premiums to the Joint Education Investment Account. For those who 
do not have any insurance support within family are given scholarship or student loan. The beneficiary can apply for 
a scholarship or a student loan at any public or private financial institution. The student will pay this financial 
support in forms of compulsory service, or as money after employment at the value of the year the loan was taken 
with no interest, in installments or in full.  
8. The investor can deposit money in Joint Education Investment Account to pay for his/her own tuition cost or that 
of any number of students.   
9. Any students regardless of age who provide proof of enrollment in any educational institutions can benefit from 
joint education investment account. 
10. Anyone can invest in Individual Education Investment Account to pay for his/her tuition cost.  
11. Investment by those who do not have children in Joint Education Investment Account is considered as 
charitable endowment. These moneys are given to educational institutions named after the investors or to the ones 
where the students in need of scholarship are enrolled by the financing institutions to pay for their tuition costs.  
12. Financial institutions take precautions to keep the dividend income at the highest level in the Joint Education 
Investment Account.  
13. The Joint Education Investment Account can be opened in the bank or in institutions approved by the 
government. 
14. The Joint Education Investment Account is supported (through tax reduction, Social Security, Bağ-Kur, Pension 
Security Program payments, etc.) and controlled by the state. 
15. Finance institution can make group buying deals or preferential trade agreement with education institutions so 
that the tuition costs are minimized. The profit arising from such agreements are transferred to the investor. 
16. Financing institutions, which open Joint Education Investment Account, provide all support measures to make 
the investment appealing for the investor.  
17. The Joint Education Investment Account cannot be closed or transferred until the proof of termination of 
education by the given student is presented.  
18. Payments of Joint Education Investment Account premiums are made in money, which cannot be exchanged for 
any other assets. The money transferred to the Education Investment Trust is exempt from the terms set out in 
Article 6, and is not subject to penalty provisions. 
19. Those who invest in Individual Education Investment Account are directly considered as having education 
insurance.  
20. The tuition fee might vary by the institutions; and depending on the circumstances, the expenditure on books, 
stationary items, school uniforms, research material, school fees, food and accommodation, and transportation are 
considered as part of the tuition.  
21. Premium payment due to financial institutions can be calculated either based on the remaining amount after the 
payment, or based on the annual cost.   
22. Those investors who do not wish to participate in Joint Education Investment Account can open Individual 
Education Investment Account, which is a tax-exempt account with dividend income.  
23. A law on the Joint and Individual Education Investment Accounts should be enacted; and the laws regulating 
social security, pension security, and Bag-Kur system should be as necessitated by the implementation of the Köye-
SES model. 
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24. Individual Education Account is subject to the terms and conditions of Individual Education Investment 
Accounts except for the account properties (Çelikhan S., the model of Participating, Payable, Profitable, Proponent, 
Insured Education System (Köye-SES Model). In order for the Individual and Joint Education Investments accounts 
to be operational, the education system has to be adjusted to the Köye-SES Model. 
 
3. Performance of the Model on Education Expenditure  
 
There are a total of 19,935,277 students in schools in 2007/2008 academic years.  Of this, 3, 52 percent is in 
pre-school education, 54, 53 percent in primary school, 16, 28 percent in high school, 9,93 percent in general 
secondary school, 6, 35percent in vocational/technical high school and 11,50 percent in university. Given the 
participation rate of households in education expenditure is 33%, the cost of education based on average education 
expenditure data for public schools in the year 2002 at today’s exchange rate§ is calculated as: 57 YTL for pre-
school, 190 YTL for primary education, 380 YTL for high school, 534 YTL for vocational/technical high school, 
and 2755 YTL for the university. The total is 3714 YTL. For families with children at different levels of schooling, 
the cost will come as the total of various combinations of the figures above. If the households are to open individual 
deposit accounts, the year-end expenditure of education at today’s interest rate will be 66 YTL, 219,92 YTL, 439,85 
YTL, 618,11 YTL, and 3188,91YTL in their respective schooling level. And the income accrued at individual 
deposit accounts would be 8,978; 29,925; 59,850; 84,105; 433,913 YTL respectively, which do not provide any 
incentive for households to take action. In addition to that, there would not be an education system developed as to 
attract households to open education investment accounts.  
However, the joint education investment account system can be successful only if the existing education 
system is revised as to accommodate the interaction triangle among households, education institutions and finance 
institutions as laid out in Köye-SES model. When the proposed investments accounts are utilized, the year-end 
dividends of the aforementioned deposits in these account at the current annual interest rate will be 46 300 502,4 
YTL for preschool, 2 390 655 754YTL for primary school, 1 427 454 882YTL for high school, 871 101 812 YTL 
for general secondary school, 781 828 796YTL for technical/vocational high school, 7 308 222 759 YTL for the 
university. And the total will be 12 825 564 505 YTL. For the year 2008 the annual budget allocated for education 
by the Ministry of Finance is 28 739 000 001 YTL. As can be seen from the calculation above, the annul 
expenditure on education with the normal interest make up 45% of this value. And the participation rate of 
household in education expenditure –with no additional charge- will increase from 33% to 45%. This calculation is 
based on normal interest rate. However, if managed well, lump sum deposits yields much higher income. With the 
incentive measures taken by the finance institutions to attract these investment moneys, households might start 
investing in these accounts long before the education starts, therefore increase their chances of higher payment in the 
future. Since an academic year is shorter than a calendar year, the excess money will be accrued in the account for 
the next academic year.  
The profit made through this scheme comes from changing of the system. According to education expenditure 
data based on students from first to 9th grades by Egitim-Sen in 2006, average expenditure per student is 2258YTL; 
for the starters at the first grade the cost ranges from 1000 YTL to 2250 YTL depending on income level, and socio-
economic conditions of the families. As put forth by Egitim-Sen data, households in Turkey are spending much 
more than the amounts in the calculations above. Mass education programs are excluded from the calculations 
above. When education programs and levels are taken into account, households not only will benefit in terms of 
education cost, but also will enjoy opportunities of employment and higher education quality provided by the SES 
system. If investing in JEIA becomes appealing to households even before they have children or just after they have 
children, the money accrued in these accounts will help reduce Turkey’s demand for foreign credits and increase 
investment credits. 
 
This simple calculation illustrates the benefits of payments of education cost through financing institutions as 
proposed by the model rather than individual payments by households. When the SES model becomes operational, 
 
§ 1YTL=1,2224$   
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the profits made through bulk deposits and preferential trade will be given back to the stakeholders, thus will spread 
to the society as a whole. If implemented with duly precautions and security measures, Turkey can set an example 
for other countries with Köye-SES model.  
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